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KEY ECONOMIC INDICATORS 


(All figures are in millions of U.S. dollars converted at the average 
commercial rand exchange rate unless otherwise noted.) 


Projected 
1989 1990 1991 1992 


Domestic Economy 
Population (millions) i.33 1.37 1.40 1.44 


Population growth rate (%) 3.0 3.0 3.0 3.0 
GDP (millions of rand) 4,406.8 4,783.7 5,500.7 6,436.8 
Nominal GDP (millions US$) 1,682.0 1,847.0 1,993.0 2,219.6 
GDP per capita (US$) 1,275 1,359 1,423 1,541 
Real GDP (% change) -1.5 3.0 5.1 2.0 
Cons. Price Index (% change) 13.9 $.7 16.8 15.0 


Unemployment 
(est. %* for formal sector) 15 23 25 


Planned Government Budget 
(April-March) 854 

Planned Budget Balance 8 
(% of GDP) 0.4 


Balance of Payments 
Exports 1,019 


Imports 893 
Trade Balance 127 
Current Account Balance 38 


Public Debt 
Average Rand/Dollar 
Exchange Rate 


U.S.- Namibia Trade 
U.S. Exports to Namibia 33 
U.S. Imports from Namibia 35 
Trade Balance with the U.S. -2 
U.S. share of trade (1986): Estimated at 5 percent 


Principal U.S. exports (1991): Aircraft equipment and parts, mining 
equipment, chemicals, vehicle parts, and radio equipment. 
Principal U.S. imports (1991): Uranium, leather, and ostrich eggs. 


Sources: United Nations Population Fund, Namibian Ministry of Finance, 
U.S. Department of Commerce. 





SUMMARY 


Namibia, Africa’s newest nation, became independent on March 21, 1990. 
Situated on the southwest coast of Africa, Namibia is a predominantly 
arid country, bounded along its coast by the Namib Desert and to the east 
by the Kalahari Desert. It is sparsely populated, with an area about 
twice the size of California (320,000 square miles) and 1.4 million 
inhabitants. 


Namibia’s economy is heavily dependent on a few primary commodity 
exports, including minerals (diamonds, uranium, copper, lead, and 
silver), livestock (both meat and hides), and fishing. These three 
sectors accounted for 43 percent of GDP over the past five years and 
nearly 90 percent of exports. 


Preliminary estimates put the growth of the Namibian economy at 5.1 
percent for 1991, spurred by one-time expansions in the diamond and 
fishing industries. The remainder of the economy grew at a modest 1.6 
percent. These mixed results for 1991 followed two years of actual 
decline in real GDP. Inflation is high, with Windhoek consumer prices 
rising 17 percent in 1991. The Namibian economy remains highly 
integrated with the economy of South Africa. Three-fourths of Namibia’s 
imports originate there, and transport and communications infrastructure 
are strongly linked with South Africa. 


Namibia’s average GDP per capita is relatively high at $1,400, but 
obscures one of the most unequal income distributions on the African 
continent. Formal sector unemployment is estimated at over 25 percent, 
disproportionately burdening the black population. Namibia’s 
democratically elected government is following pragmatic economic 
policies designed to spur formal sector growth to finance development in 
the previously neglected regions of the country and redress the 
inequities engendered by the pre-independence apartheid era. 


The Namibian economy holds enormous potential for the long term, based on 
its superior physical infrastructure and its extensive natural resource 
base. Namibia should not be overlooked as a conduit for trade with 
southern and central Africa. Capital intensive mining operations, beef 
and hide production, deep-sea fishing and fish processing, and nature and 
wildlife-based tourism offer a wide range of prospects for the foreign 
investor. The Government of Namibia welcomes foreign investment as a 
means of providing capital for economic growth and job creation. The 
government has demonstrated willingness to adapt its policies to enhance 
its competitiveness in attracting investment. 


A. CURRENT ECONOMIC SITUATION AND TRENDS 


The Namibian economy saw slow to negative GDP growth in the late 1980s. 
This performance can be partly ascribed to low world prices for uranium 
and base minerals, and the gradual depletion of older diamond fields. 
The effect of economic sanctions on South Africa and the uncertain 
political situation in Namibia, both of which affected investment and 
sales prospects, compounded the recession. 





In 1991, real growth of 5.1 percent generated a GDP of $2 billion. This 
high overall growth rate was based, however, on one-time expansions in 
the diamond and fishing sectors. The rest of the economy grew at only 
1.6 percent, led by a 3.7 percent gain in manufacturing (excluding fish 
processing). The short-term prospects for economic growth remain bleak, 
as the worst drought to afflict the southern African region in decades 
hits commercial and subsistence agriculture. Growth in the fishing and 
mining sectors is likely to rise slowly over the next few years. 
Thereafter, the outlook is good for major expansions in these two 
important sectors, as fisheries stocks recover to healthy levels and new 
mining deposits are located and brought into production. Indeed, the 
Namibian economy generally has good prospects for long term growth, based 
on Namibia’s small population, rich natural resource base, superior 
transport and communications infrastructure, and government commitment to 
a stable political and investment climate. 


By 1989, annual investment (gross fixed capital formation) in Namibia had 
declined to half its 1980 level. The fall reflected a response to 
declining budget support from South Africa; uncertainty about Namibia’s 
political situation and future economic policies; the effects of 
sanctions against South Africa; and falling international prices for 
minerals, which slowed investment in the mining industry. 


The establishment of a stable, pluralistic democracy and a commitment to 
sound economic policies at independence allayed many of these concerns. 
A progressive Foreign Investment Act was promulgated in December 1990. 
Laws covering the petroleum sector were enacted in 1991, and legislation 
governing the key mining sector is in preparation. In early 1992, the 
Labor Act was passed and a new fishing policy was finalized. The time 
needed for the government to get its legal and regulatory house in order 
undoubtedly contributed to continued investor indecision following the 
transition to independence. Recognizing the need for new investment to 
spur the economic growth to generate employment and redress social 
imbalances, the government has begun to refine its investment incentives, 
particularly for employment-generating manufacturing projects. One 
result was a "Special Industrial Development Incentives Package" created 
for the mining town of Arandis, which was hit by cutbacks by Rossing 
Uranium, the town’s only employer. 


Balance-of-payments data for Namibia are unreliable for the 
pre-independence period, as financial statistics for Namibia were lumped 
into figures for South Africa. Traditionally, Namibia has maintained a 
trade surplus resulting from its valuable mineral exports. However, over 
95 percent of Namibia’s consumption and investment goods are imported. 
The merchandise trade surplus is therefore capable of wide fluctuations 
reflecting changes in world mineral prices. 


Namibia inherited a relatively strong financial position at independence, 
with a budget that was virtually balanced. Public indebtedness, 32 
percent of GDP in 1985, declined to 16 percent in early 1990. Government 
is Namibia’s largest economic player, with the 1991-92 budget taking 57 
percent of GDP, up from 54 percent in 1990-91. This high percentage 
reflects the government’s preoccupation with the need for an expansionist 
capital investment budget to spur job creation. The government’s high 





wage bill is another factor. The civil service in Namibia is large, as 
the new government made a political commitment at independence to retain 
any civil servant who wanted to remain. The former redundant racial 
administrations are now unified into a single service, which must be 
streamlined, so that the resulting cost savings can be devoted to 
redressing inequities in education, housing, and other social services. 


At the end of 1990-91, Namibia had an actual budget surplus, as several 
ministries were unable to spend their entire capital investment budget. 
Independent Namibia has retained a commitment to prudent spending and 
borrowing policies. Public indebtedness stood at 15 percent of GDP in 
1991, while debt service took up 7.4 percent of the budget. 


Namibian and South African inflation are linked by common use of the rand 
and Namibia’s dependence on South Africa for the majority of its consumer 
goods. In 1991, Windhoek consumer prices rose 17 percent, after an 
increase of only 10 percent in 1990. Namibia intends to issue its own 
currency, the Namibian dollar, by the end of 1993; it will initially be 
tied to the South African rand. Future inflation trends will depend on 
the form and duration of that arrangement, and on the Namibian 
Government’s handling of its monetary affairs. 


SECTORAL DEVELOPMENTS 


Mining: Mining, the most important productive sector in the Namibian 
economy, accounts for about one-quarter of GDP, and three quarters of 
export earnings. Diamonds, uranium, and metals such as copper, lead, and 
zinc are the most significant deposits. Industrial minerals, including 
marmor, lithium, and fluorspar, as well as semiprecious stones, are also 
found in Namibia. A new mining code is currently in preparation. 


During the years of uncertainty about its political future, Namibia was 
generally neglected by the international mining community. Much of the 
country has not, therefore, been explored using the latest technology and 
remote sensing techniques. The government is currently negotiating with 
foreign oil companies for offshore oil exploration rights. Significant 
natural gas reserves are known to exist off the southwest coast. Namibia 
also has good hydroelectric potential on the Cunene River that forms the 
border with Angola. 


Diamond production in Namibia is currently in the hands of Consolidated 
Diamond Mines (CDM), a wholly-owned subsidiary of the Swiss branch of 
South Africa-owned De Beers. Diamond production fell in the late 1980s 
as old mines neared depletion and carat yields fell. Output should 
improve with the opening of two new mines on the southwestern coast. 


Uranium production is controlled by Rossing Uranium. Prior to 
independence, Rossing’s sales were affected by sanctions against South 
Africa. More recently, falling prices, as a result of increased sales 
from the former Eastern bloc countries, have prevented Rossing from 
securing additional profitable contracts. Rossing made significant 
production cutbacks entailing large layoffs to weather this difficult 
period, which the company hopes will improve by the late 1990s. 





Fishing: The fish stocks of the rich Benguela Current system were 
seriously depleted by overfishing prior to independence, when there was 
no internationally recognized coastal management authority. Most species 
are expected to recover by the late 1990s, as a result of the Namibian 
Government’s careful commitment to conservation. Fishing and fish 
processing are among the nation’s brightest prospects for employment 
creation and economic growth. The government predicts that by the year 
2000, production could increase eightfold, driving a $900 million 
industry and constituting 30 percent of GDP. For 1991, if the value of 
fish processed in Walvis Bay were included in Namibia’s GDP, fisheries 
would represent 8.5 percent of national output. 


Development of a Namibian-owned fisheries industry with maximum onshore 
value-added processing is a primary economic policy goal. The government 
realizes, however, that fishing is a very capital-intensive enterprise 
and welcomes foreign investment insofar as it brings required capital to 
local concerns. As fish stocks recover, new investments in vessels and 
processing equipment will be needed. 


A new fisheries code for Namibia was presented to Parliament in early 
1992. It stresses Namibianization of the fishing industry in order to 
promote maximum employment and training for Namibians, profit 
reinvestment, and revenue gain for the nation. 


Agriculture: Agriculture is the largest employer in Namibia, with 
commercial and subsistence agriculture together supporting some 70 
percent of Namibians. The current drought, therefore, carries serious 
implications for the welfare of the population. Livestock farming is the 
dominant agricultural activity and beef the major product. As much as 90 
percent of output is exported annually. This sector can be expected to 
expand in response to the 60,000 metric ton beef quota (over five years) 
granted to Namibia by the European Community under the Lome Convention. 


Pelts, particularly karakul sheep, are another significant agricultural 
industry in Namibia. The country is a global center for karakul sheep 
pelt production, although the world fur market is currently depressed. 
Namibia has ideal conditions for commercial breeding of ostriches and of 
other African game animals for meat, hide, trophy, and tourism purposes. 


Less than 5 percent of Namibia’s gross agricultural output is in crop 
production. Recently, foreign investors have expressed interest in 
developing cash crops such as cotton and sugar, particularly in the 
northeast, where water is comparatively plentiful. 


Manufacturing: Manufacturing accounts for about 5 percent of GDP and 
formal sector employment. Inclusion of Walvis Bay fish processing 
industries would double the size of the sector. Food processing 
businesses (mainly fish, meat, beverages, and bakery goods) constitute 
its largest share. Other significant industries include textiles, wood 
working, furniture manufacturing, and metal products. The manufacturing 
sector is heavily concentrated in Windhoek and its surroundings, 
predominantly in the form of small enterprises producing goods for local 
consumption. Non-fish manufacturing grew at 3.7 percent in 1991 and was 
the best performing sector after fisheries and diamonds. 





Despite well-developed infrastructure and financial institutions, 
Namibia’s industrial development has been constrained by the small size 
of its domestic market and competition from a highly industrialized South 
Africa, the dominant partner within the Southern African Customs Union 
(SACU). The Namibian Government hopes to encourage increased local 
value-added to manufactures through greater processing of Namibian raw 
materials. Potential for development exists in industries linked to 
Namibia’s primary sector activities (mining, agriculture, and fishing). 


Tourism: Although Namibia is home to some of Africa’s most spectacular 
landscapes, tourism is relatively undeveloped beyond the European tourist 
market. Game viewing, trophy hunting, and the scenic beauty of the 
deserts are the principal attractions. The government is eager to 
develop the sector with private cooperation, but preserving the fragile 
ecology will be an important component of tourism policy. Shortage of 
quality accommodation is the major constraint to increased tourism. 


Financial Services: Namibia’s financial system includes the Bank of 
Namibia (a new central bank created in July 1990), five private 
commercial banks, and two private building societies. Because Namibia 
remains a member of the Common Monetary Area, using the South African 
rand as its currency, the Bank of Namibia will not exercise all the 
functions of a Central Bank until the Namibian dollar is introduced. 
Meanwhile, Namibia’s monetary policies are determined by the Reserve Bank 


of South Africa, and interest and inflation rates track those of South 
Africa. 


Infrastructure: Namibia’s infrastructure and its institutional 
affiliations establish the country as a prime gateway for trade 
throughout the southern and central African region. Namibia is a member 
of the Southern African Customs Union (SACU) and the Southern African 
Development Coordination Conference (SADCC); it is an observer in the 
Preferential Trading Area (PTA) for East and Southern Africa. 


Main roads from Windhoek are paved as far as the South African and 
Angolan borders, and most of the way to the Botswana border. New road 
projects will provide better links to Botswana, Zambia, and southern 
Zaire. Already, geographic, socio-cultural, and ethnic links have 
brought Namibian businesses to the forefront of the redevelopment of 
southern Angola since peace came to that country. 


Walvis Bay, still administered by South Africa, serves as Namibia’s major 
deep-water port, handling 900 vessels per year. The port ties in with 
Namibia’s 1,400 miles of rail lines and an excellent road network. A 
smaller port, Luderitz, caters mostly to the fishing industry and 
services 70 boats annually. 


Namibia has good quality telephone service, with 18 automatic telephone 
exchanges that can put callers in touch with 63 countries. Communication 
with rural areas is provided by 65 fixed radio stations and 500 mobile 
stations. Fax machines and telex services are readily available. 





B. IMPLICATIONS FOR THE UNITED STATES 


The United States granted Namibia most-favored-nation trading status and 
extended Generalized System of Preferences (GSP) benefits in February 
1991. In 1991, U.S. exports to Namibia were $33 million, and imports 
totalled $35 million. Principal U.S. exports to Namibia are aircraft and 
associated equipment and parts, mining equipment, chemicals, vehicle 
parts, and radio equipment. Principal U.S. imports from Namibia are 
uranium, leather, and ostrich eggs. Namibian diamonds find their way to 
the United States indirectly through the De Beers Central Selling 
Organization. 


An estimated three-quarters of Namibia’s total imports come from South 
Africa and nearly 90 percent of its food and consumer products originate 
there. U.S. exporters should, therefore, expect stiff competition from 
South African suppliers. Germany has long been active in the Namibian 
market, and other members of the European Community are also establishing 
a presence. Best U.S. sales prospects would come in goods that are not 
obtainable within the Southern African Customs Union or in product areas 
where the United States has technological superiority, such as 
communications, computers, and mining. 


Other prospects lie in Namibia’s expected growth sectors, including 
fisheries, mining, agriculture, and tourism. As the reestablishment of 
stocks permits expansion in the fisheries industry, additional white fish 
processing capacity will be needed. The Walvis Bay sardine/anchovy 
industry may seek to convert its plants to produce the flat cans more 
popular in Europe. Namibia’s fleet of pelagic (purse seine) ships is 
ageing. Therefore, both boat and processing equipment sales 
possibilities exist in the fisheries sector. 


Agriculture has a growing demand for the latest in breeding, genetic, and 
veterinary technology. As the livestock sector expands, the need for 
tanning facilities may increase, as local producers currently send their 
hide production for tanning in South Africa. 


For the investor, Namibia’s leading sectors offer a wide variety of 
opportunities. The managerial and institutional infrastructures that 
surround potential investments are good. Although many Namibian workers 
are still inadequately educated and trained, intense reform efforts by 
the government should eventually upgrade worker productivity. Namibia’s 
formal-sector work force boasts a highly skilled and sophisticated, if 
unrepresentative, professional and managerial cadre. Bureaucratic 
corruption is the exception rather than the rule in Namibia, and 
malfeasance is actively pursued in court. The legal system is 


transparent, and the judiciary independent. Namibia’s human rights 
record is good. 


For more information on commercial opportunities in Namibia, contact the 
American Embassy in Windhoek, Telephone 264-61-22-1601/2, Fax 
264-61-229792; the Namibian desk officer at the Department of State, 
Telephone 202-647-9429, Fax 202-647-5007; or the Namibian Desk Officer at 
the Department of Commerce, Telephone 202-377-4228, Fax 202-377-5198. 
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